
BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2010-146-WS

IN RE:

Petition of the Office of Regulatory Staff
for Commission to Order a Rule to Show

Cause as to Why Carolina Water

Service, Inc. should not be found in

violation of Commission Regulations and

• for Issuance of Order to Provide

Adequate and Proper Service

ANSWER

Pursuant to 26 S.C. Code Ann. Regs. 103-826 and 103-830, and in compliance with the

Notice issued by the Commission's Chief Clerk and Administrator dated April 19, 2010, and the

Commission's Order in this matter dated May 20, 2010, and reserving all defenses which may

hereafter be raised by motion, Carolina Water Service, ("CWS") answers the Petition for Rule to

Show Cause ("Petition") of the Office of Regulatory Staff("ORS") as follows:

FOR A FIRST DEFENSE

1. CWS denies each and every allegation of the Petition except as hereinafter

admitted, modified or qualified.

FOR A SECOND DEFENSE

2. CWS admits the allegations of paragraphs 1, 2 and 3 of the Petition.

3. Answering the allegations of paragraph 4 of the Petition, CWS states as follows:



a_ CWS admits that it has not billed some customers in accordance with R. 103-

732. Further responding to this allegation of the Petition, CWS states that it

has experienced recent issues with delayed billing in areas where customers

received distribution only water service (or are billed in the same billing cycle

as customers receiving distribution only water service). Delays in receipt of

purchased water invoices from bulk water suppliers, which are passed through

to customers on a pro rata basis without markup under CWS's currently

approved rate schedule, contributed to delayed billings to water distribution

only customers. CWS has determined that another cause of these delayed

billings was a breakdown in its internal processes pertaining to the proper

billing of distribution only water service and the failure of certain personnel to

properly manage this process. As a result, CWS has made certain personnel

changes, consolidated its customer service operations up to the Officer level

of the company, and adopted key performance indicators to bring more

expertise and accountability to the billing process to ensure that it is aligned

with other processes and that responsible personnel adhere to same. CWS

further states that it has also recently experienced circumstances in which its

billing system reflects that bills have been issued, but certain customers have

asserted that no bills have been received. CWS has heretofore experienced

issues with issued bills not being delivered as a result of problems with an

outside contractor providing mail pre-sorting services and terminated its

agreement with that contractor. CWS has investigated the current

circumstance where some customers have not received bills and has

2



b,

determined that its current pre-sorting contractor is not at fault. Accordingly,

CWS has initiated a contact with the United States Postal Service to

investigate the circumstances in which customers have not received bills

which have been issued. CWS is working diligently, in cooperation with ORS,

to address the cause of such delayed or undelivered billings and to rectify the

situation. CWS submits that any delayed or undelivered billings are not the

result of any intentional actions on its part as same are clearly detrimental to

CWS as well as customers and that CWS is committed to complying with R.

103-732.

CWS admits that it issued bills to customers in the Lake Murray and

Harborside I service areas which omitted information required under R. 103-

732.2, specifically including meter reading information, registration indices,

number of days billed, and bill consumption graphs. Further responding,

CWS states that these omissions were inadvertent and were caused by several

factors. First, in both service areas, bills issued in March 2010 were cancelled

in order to issue the catch-up bill provided for in Order No. 2010-11. Second,

in both instances, personnel failed to update bill cycles and meter read tables

properly in the billing system, which caused the billing system to issue bills

without bill segments. Thus, certain of the information required by the

regulation was not available to the billing systems to be populated on the bill.

This error should have been reflected on the master bill report issued by the

i Harborside is a property regime consisting of multiple dwellings and receives a single bill for service provided to
its inhabitants.



C_

billing system, but was not. CWS has issued corrected bills on these accounts

for each service period affected, included therewith a bill insert explaining the

error and stating the reason multiple bills have been issued, and offering any

affected customer a deferred payment plan to alleviate any hardship. CWS is

working with the billing system developer to identify the reason why the

system failed to produce the required information about this billing error on

the master bill report. In addition, all late payment charges on Lake Murray

and Harborside accounts for the months of January, February and March,

2010, have been waived by CWS. Letters have been sent to the customers in

these service areas reflecting CWS's actions to correct this error, copies of

which are attached as Exhibits 1 and 2, respectively. Finally, CWS has made

personnel changes as a result of this error. CWS submits that the omission of

required information on customer billings is not the result of any intentional

actions on its part as same are clearly detrimental to CWS as well as

customers and that CWS is committed to complying with R. 103-732.2.

CWS is unaware of any instance in which it has failed to render a bill.

However, CWS acknowledges that circumstances exist in which customers

have advised ORS that no bill has been received. See, e.g., the February 12,

2010, letter to Lisa Sparrow, President and Chief Executive Officer of

Utilities, Inc., which is attached to the Petition as part of its Exhibit A. CWS

investigated this complaint and responded to the customer by letter dated

March 1, 2010, addressed to the customer service address, a redacted copy of

which is attached as Exhibit 3 to this Answer. As this document reflects,
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d.

CWS's investigation found that a bill was issued to the customer in a timely

manner and that subsequent late-payment and termination notices were issued

to the customer service address, none of which were returned to CWS by the

postal service as being undelivered o1" undeliverable. Notwithstanding this,

CWS waived both the reconnection and late payment charges on the account.

Subsequent to the filing of the ORS petition in this matter, CWS has learned

that this customer has advised ORS that the company's March 1, 2010,

correspondence to her was also not received at her residence. CWS has

investigated the issue with its mail pre-sorting contractor and has been unable

to substantiate the existence of any mail delivery problem with respect to the

services of this contractor. Accordingly, CWS has contacted the United States

Postal Service to investigate the matter farther. CWS submits that any

undelivered billings, notices or other customer correspondence are not the

result of any intentional actions on its part as same are clearly detrimental to

CWS as well as customers and that CWS is committed to complying with R.

103-732 and 103-735.1. See also paragraph 5, below.

CWS denies that it has violated R. 103-732.3. The March 30, 2010, bill

included in Petition Exhibit A does reflect imposition of a $0.94 late payment

charge on an account that did not show an unpaid balance. However, this late

payment charge was correctly included on the bill in question because it

applied to a $63.15 balance on the January 28, 2010, bill for this account that

was due and payable on February 18, 2010, but for which payment was not

received until March 8, 2010. Because of the error in the March 30, 2010, bill
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itself (seeparagraph3(b) above),CWSwaivedthelatepaymentchargeon

this account.Furtherresponding,CWSsubmitsthatit hasonly imposedlate

chargesin the percentageamountpermittedunder this regulationin the

circumstancesauthorized,i.e.,whereanissuedbill hasgoneunpaidwithin25

daysof thebilling date. Notwithstandingthis fact,CWShaswaivedall late

chargesfor theLakeMurrayandHarborsideaccountsdueto theissueswith

thebill contentdescribedin paragraph3.babove.CWSfurthercommitsthat,

shouldit bedeterminedthatcustomerbills werenotreceivedasaresultof an

errorby CWS,it will likewisewaivelatepaymentchargesforsuchcustomers.

4. Answeringthe allegationsof paragraph5 of the Petition,CWS admitsthat

customershavebeenoverchargedasa resultof a pro rationof basefacilitiescharges.These

overchargesaroseoutof theCompany'seffortsto engagein thecatch-upbilling. Thiscatch-up

billing wasnecessitatedbythedelayedbills associatedwith thereceiptof bulkwaterinvoicesin

arrearsandthemanualprocessassociatedwith properpro ratingof purchasedwatercosts.See

OrderNo. 2010-11. To correct this error, CWS has issued credit adjustments in accordance

with R. 103-733.2(a) to all affected customers with a notation on their bill reflecting "Base

Charge Adjustment for Pro-Rated Bill." CWS states that overcharges resulting from this pro

ration of base facility charges were inadvertent and that CWS is committed to complying with R.

103-703. Further answering the allegations of this paragraph of the Petition, to the extent that it

asserts that CWS is precluded by the terms of its rate schedule from pro-rating base facility

charges and that it is required to issue two separate bills in all circumstances, CWS respectfully

disagrees with ORS and would therefore deny same. CWS submits that circumstances may exist

where it is appropriate to render a single bill for a period beyond a monthly billing period such as
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where a customer moves into served premises and establishes an account with the Company at or

near the end of a billing cycle. In this circumstance, a pro rated base facility charge would be

appropriate. CWS notes that it is required to bill customers "as promptly as possible following

the reading of [their] meters." See R. 103-732. Pursuant to R. 103-732.1, CWS is required to

read a customer meter at the initiation of service (and termination) of service and to base its

billings thereon. Under R. 103-732.2(a) it is contemplated that a bill shall be based upon meter

readings "at the end and beginning of the period for which a bill is rendered." CWS submits that

bill issuance is, thus, a function of meter reading under these regulations. CWS further submits

that a requirement that it never pro-rate base facility charges and always issue separate bills for

every monthly billing period would, in the circumstances where a customer establishes service at

the end of a bill period, require an additional meter read and the issuance of an additional

customer bill and thereby unnecessarily increase the cost of providing service and obligate

customers to pay two separate bills where one biI1 is sufficient.

5. Responding to paragraph 6 of the Petition, CWS denies that it has violated R.

103-735. Further responding to the allegations of this paragraph, CWS submits that it has not

disconnected water service for non-payment on any account in circumstances where bills and

disconnection notices were not issued to the customer. See R. 103-735.1(A). CWS

acknowledges that in March of 2010, it received multiple complaints from customers in the Lake

Murray and Watergate service areas whose service was scheduled for disconnection regarding

the lack of a bill for January 2010, service and/or the absence of a subsequent disconnection

notice. CWS received no returned mail indicating that such bills and notices were not received

by these customers, but thereafter began an investigation to ascertain the source of the problem.

However, in view of the customer complaints, CWS notified all customers in these areas via
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VoieeReaehmessageon April 9, 2010, that disconnection activities were being halted and that

all late payment charges and reconneetion charges incurred on accounts associated with any

disconnections for the months of January through March, 2010, were being waived. The waiver

of sueh charges was reflected on all affected customer aeconnts on April t 2, 2010. CWS has

not been able, as of this time, to identify a cause for any failure of delivery of the issued bills and

notices described herein. However, as of April 14, 2010, CWS has halted all disconnection

activities in South Carolina pending the results of additional investigation into this issue. As

noted above, CWS has contacted the United States Postal Service to seek its assistance in this

investigation. CWS admits that it inadvertently disconnected service to a customer two days

after payment on the customer account was effeeted via telephone. CWS has corrected its

inadvertent error by reconnecting service without imposition of a reconnection charge and a bill

credit for the late payment charges that were properly assessed. CWS submits that any

undelivered bills and notices are not the result of any intentional actions on its part as same are

clearly detrimental to CWS as well as customers and that CWS is committed to complying with

R. 103-735.1.

6. Responding to the allegations of paragraph 7 of the Petition, CWS submits that its

obligation is to investigate customer complaints promptly and thoroughly. See R. 103-738.

Some customer complaints cannot be resolved by the utility. Cf S.C. Code Ann. § 58-5-270

(Supp. 2009) and R. 103-730.F. Further responding to the allegations of this paragraph, CWS

submits that it did act promptly to investigate the customer complaint set forth in the redacted

letter to Company President and CEO Lisa Sparrow which is attached to the Petition as a part of

Exhibit A and to communicate the results of its investigation to that customer. Moreover, CWS

attempted to effect a resolution of the complaint by a waiver of reeonneetion charges and late

8



paymentcharges.Furtherrespondingto theallegationsof this paragraphof thePetition,CWS

incorporateshereinby referenceparagraph3.cof its answerhereinabove.Becausethereareno

other instancesreflectedin the Petitionwhich describea customercomplaintthat wasnot

resolvedpromptly,CWS mustdenythe remainingallegations.Notwithstandingthis denial,

CWS statesthat it is committedto promptly and thoroughlyinvestigatingany customer

complaintasrequiredby R. 103-738,to workwith ORSto establishacceptabletimeparameters

for addressingwith ORSanycustomercomplaintswhichhavenotbeenpreviouslyinvestigated

or resolvedby CWS,andto makeeveryreasonableeffort to resolveanyun-resolvedcustomer

complaints.

7. Answeringparagraph8 of thePetition,with the exceptionof theFebruary12,

2010, letter to CompanyPresidentand CEO Lisa Sparrow,CWS deniesthat any of the

documentsattachedto thePetitionasExhibit A constitute"samplecomplaints."CWSadmits

thatthedocumentsattachedto thePetitionasExhibitA supporttheallegationsof Paragraphs4,

5, 6 and7 exceptto theextentthattheallegationsof suchparagraphshavebeendenied,or the

meaning,import,accuracyor effectof suchdocumentshavebeendisputed,hereinabove.

8. CW8admitstheallegationsof paragraph9 of thePetition.

9. CW8deniestheallegationof paragraph10of thePetitionthatCWShasfailedto

provideproperandadequateservicewithin theambitof S.C.CodeAnn. § 58-5-710.Further

respondingto thisparagraphof thePetition,CWSsubmitsthatnoneof theregulationscitedin

thePetitionpertainto theprovisionof utility serviceandthereisnoallegationthatanycustomer

hasnotreceivedutility serviceor thatCWS'sutility servicehasnotbeenproperoradequate.Cf.

RR.103-770 through 103-774. To the contrary, each of the regulations cited in the Petition

pertains either to CWS's relations with its water customers or bills to its water customers - not
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theproprietyor adequacyof its serviceto watercustomers.Notwithstandingthesedenials,CWS

statesthatit is committedto complyingwith all Commissionregulations(includingthoselisted

specificallyin thePetition),to renderanaccuratebill to its customersin atimelymanner,andto

refrainfromimproperdisconnectionof waterservice.

10. Paragraph11of thePetitionallegesnofactor matterasto CWSandthereforeno

responseis required.However,CWShasnot opposedtherequestmadethereinby ORS,notes

thatthisrelief soughtthereinhasalreadybeengranted,andthatthisparagraphof thePetitionis

nowmoot.

WHEREFORE,havingfully set forth its Answer,CWSrequeststhat the Commission

issue an order consistent herewith, giving effect to CWS's defenses stated therein and

recognizing CWS's actions to address admitted violations of the regulations cited in the Petition,

provide CWS an opportunity to satisfy its obligations under law, rule or regulation, and grant

such other and further relief to CWS as is just and proper.

}61m M.S. Hoefer /_
'Benjamin P. Mustian ,K

WILLOUGHBY & HOEFER, P.A.
Post Office Box 8416

Columbia, South Carolina 29202-8416
803-252-3300

Attorneys for Carolina Water Service, Inc.

Columbia, South Carolina
This 2 "a of June. 2010
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Ailswer

Exhibit I

April 22,2010

Dear Valued Customer,

Carolina Water Service, Inc, acknowledges there have been recent issueswith the billing in our purchased
service systemsresulting in bill delaysto your community. We are dedicated to providing a high level of
customer service and are working diligently to fix any and all problems.

The water service provided to your residence by Carolina Water Service, Inc. Ispurchased through a bulk
provider and the costspassedthrough to you, without mark-up, on a "pro-rata" basis. The rate for this pass-
through amount fluctuates each month and is based upon the total amount of bulk water purchasedfrom the

provider divided proportionately among the customers in the service area and based on your actual
consumption during that same service period.

Dueto issuesrelated to the timely receipt of the bulk provider invoice, the company issueda 2-month catch
up bllllng in March 2010 in an attempt to bring your service period as closeto the current bill date as possible.
Inadvertently, an Incorrect service period was entered in the billing system causingthe system to produce bills
with only a prior balance, line item adjustments and any payment activity since the prior bill was issued.

To correct this issue,we have generatedseparate monthly bills for the Lake Murray area through the service
period ending February2010 to bring it in line with other pro-rata share areas. We realize this situation may
create some financial difficulties and can offer a deferred payment arrangement where-by these billings can
be spread over an additional 12-monthswithout incurring any additional fees.

We sincerely apologize for the inconvenience this has causedand are working to restore the high level of

service you should expect from Carolina Water Service. Should you have any questions, to request payment
arrangements or if we can provide additional information regarding your water utility service, please feel free
to contact us at (800) 272-3.919,or you can email us at CustomerService@uiwater.com.

Sincerely,

Carolina Water Service, Inc.

au_,_._Carolina WaterService,Inc.

P.O.Box4509# WestColumbia,SC 29171• P:80_q£6-9545• F:803-791-8643
110QueenParkway• WestColumbia,SC 29169• _%_.uiwater.esm



f  ffes,
Inc."

Answer

Exhibit 2

April 22, 2010

Ms. RickiThurmond

Harborside RegimeOffice, Southern Development
1403Jaret Court

West Columbia,SC 29169

Dear Ms. Thurmond,

CarolinaWater Service,Inc. acknowledges there have been recent issueswith the billing in our purchased
service systems resulting in bill delays on your account. We are dedicated to providing a high level of
customerservice and are working diligently to fix any and all problems.

The water service provided to Harborsideby Carolina Water Service, Inc. is purchased through a bulk provider
and the costs passedthrough to you, without mark-up, on a "pro-rata" basis. The rate for this pass-through
amount fluctuates each month and is based upon the total amount of bulk water purchased from the provider
divided proportionately among the customers in the service area and based on your actual consumption
during that samesewice period.

On the December i, 2009 bill, the master account for Harborside was billed for service through August 23, 2009 due
to office personnel not properly working their bllling exceptions and ensuring the account was billed through the
correct service period. After discovering this error, a bill was generatedon March 18, 2010 in order to bill the
appropriate period of time and bring the account current through the February 2010 service period. Inadvertently,
an incorrect service period was entered inthe billing system causingthe system to produce a bill with no meter or
usage informatlon.

To correct this issue,we have generated separate monthly bills for the LakeMurray areathrough the service

period ending February 2010 to bring it in line with other pro-rata share areas. We realize this situation may
create some financial difficulties and canoffer a deferred payment arrangement where-by these billings can
be spread over an additional 12-months without incurring any additional fees.

We sincerely apologize for the inconvenience this has causedand are working to restore the high level of
service you should expect frorn Carelina Water Service. Should you have any questions, to request payment
arrangements or if we can provide additional information regarding your water utility service,please feel free
to contact us at (800) 272-1919, or you can emall us at CustomerService@uiwater.com.

[

i
i

Sincerely,

KarenSasic

Manager, Customer Service

aub_.__ _ CarolinaWater Sewio_, Inc.

P.O.Box4509S W_t Columbia,SC 29171• P:803q96-9545• E 803-791-864,3
110QueenParkway• WestColumbia,SC 29169# www.uiwater.com



Answer Exhibit 3

Page 1 of 4

March 1, 2010

Lexington,SC29072

Re: Account /

_ar_

I am in receipt of your latter to Ms. Sparrowin regardto the billingissuesandinterruptionof water servlce at
yourhome, It isour goalto provideour customerswith the bestpossibleservicealways. Upon receiptof your
latter, [t isobvious that we havefailedto meet that goalandyourexpectationS.

In regardto the fluctuationsin bill datesthat you haveexperiencedsincethe transition to our new Customer
Care and Billing System (CC&B),we apo]oglze this has occurredas someservice areashave experienceda

delay in receivinga monthly bill as the biIling scheduleshave been established in the new system,
Additionally,we h_ve experienced delay_related to the tir_dy receipt of the bulk provider invoice that is
neededto calculate billsin your serviceareabefore they canbe issued.We are workingto stabilize the blillng
datesover the nextseveralmonthsso these fluctuationsdo notoccurinthe future.

Ihaveresearchedyouraccount in regard to the concernsyou haveexpressedabout not receMng yourJanuary
2010 bill and the subsequentdisconnectionthat occurred In February, I have attached coples of your
December31, 2009 bill,January26,2010 collection letterandJanuary2g, 2010 bill.

The December31, 2009 bin for _71.97 became dueas ofJanuary21, 2010. OnJanuary26, 2010, theattached
collectionletter wasmailedadvisingwe hadnot yet receivedpaymentof the pastduo balanceand the service

was subjectto dtsconnect[onif payment was not receivedwithin 10 days. The Janua_/28, 2010 Invoice
advi_;edof the pastdue balanceand newchargeson theaccount,

/dl of the above itemswere mailed to the addresson recordof !. To

date,we havenot received any returned mallbackfrom the postofficeto indicatethe real[ waSundeliverable
at your address,There wasno Indication to the companyofa malldeliveryissueat your residence; therefore,
servicewas interrupted due to non.payment in accordancewith the rules and regulatlonsof the South
CarolinaPublicServiceCommission,

i apoIoy._zefor the [nCe_veniancethis hascausedyou. Due to the concernsraised inyour letter, I havewaived
the reconnectionchargeof $3S,00andthe latepaymentchargeIncurredon your accountinJanuary.

ifyou haveany futlherquestions, pleasecontactme at 800.272.1919 ext. 1368,

S[ncar/dy, ///

KarenSa$_c

Manager, CustomerS_v_ce

•_I._,:_..t-¢,_,:,w CarolinaWaler Se,,vlce,1_,
i

Weat_r_eldAv_.I ,,Y_,'rc_,eSpd_, FL3_7t4.40;_7# P_;,0-_72-19_9¢ F;407._"9.,6_1,r v,,,Wt.uk,,'_r._rn
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Answer Exhibit 3

Page 2 of 4

,_il/Ues, Inc."
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Account NumI_or: I AmOunt p_]ld

O_o Oalo; 1t21}2010 [ ,

1Please Pay: $71,97

CamlJn_ Water Sorvico In¢ ol" SC

PO Box 11025
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Answer Exhibit 3

Page 3 of 4

I_q_. -.i PO BOX 1105
o.,_,,-?_,-- Nocth_ook IL6006_1105

01/26/2010

LEXINGTON, SC, 29072

Account Number_

Dear

Our records Indicate that there is an outstanding balance of $71.97 on your water and/or wastewater account. If
you have already mailed your payment, we apologize for any Inconvenience and thank you for your payment,

If your payment has not been maUed, please sand in th0 full outstandlno balance today. If we do not hear from you
w;thln todays of the date on this la_ler, yo_r service may be severed without additional notificalkm, For your
sentice to be reinstated, the outstanding balance and all applicable fees must be paid In full.

For your convenience, chargeldebit Card or elactt0nic chock payments :may be made through
httes'l/oavmentsutliltlesinc.bi[_matdxcom or by cetlIng CheckFree at 877-527-7852. There is a convenience fee [or
this service, YOUmay also visit our webslte at v,',,,'wuhvater,cem for more information, Returned payments w_llbe
subject to the maximum fees allownd by you,' slate

We thank you for you; prompt attention to this matter.

Colleolions Department
UlJlitles, Inc.

REG OISCON

Box4509
W6stC_un_.a $0 k,9171

#BWBCGPK

LEXINGTON, $C, 29072

041400000000000071978

Account Number;

Please Pay: $ 71.97

Amount Paid

I

Carolina Water Service thc of SC
PO Box 11025
Lev.'ls¢onME 04243-9476
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Answer Exhibit 3

Page 4 of 4

Due Date

2/f_010

J ['"' PNI_ Pty: I
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#BWBCGPK
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i IIIIIlIItlII+IIIIIIIIliI IIIIIII]IBIUlIIIltl

Account Numbot: 1 Arr_unt Pold

D_o Dato; 2118/2010 1

Proaso Pay: $146,05 I
I

CaroIlno Walor Sorv_e Inc ot $C

PO BOX t I025

Lowlston ME 04243-9476

IIh"hll.hhh,h_lhhh.hdh.hlhnldll
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